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REPLY BRIEF OF ARIZONA
INVESTMENT COUNCIL
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IN THE MATTER OF THE APPLICATION OF
ARIZONA PUBLIC SERVICE COMPANY FOR A
HEARING TO DETERMINE THE FAIR VALUE OF
THE UTILITY PROPERTY OF THE COMPANY
FOR R.ATEMAKING PURPOSES, TO FIX A JUST
AND REASONABLE RATE OF RETURN
THEREON, TO APPROVE RATE SCHEDULES
DESIGNED TO DEVELOP SUCH RETURN.
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11 Pursuant to the requirements of the Procedural Order dated October 9, 2009, the Arizona

1 2 Investment Council ("AIC") files this Reply Brief to state it disagrees with the positions
o

Nm
KN

. 8
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< 4
Q) 13 advanced in the Post-Hearing Brief of intervenor Barbara Wyllie-Pecora ("Ms. Pecora").

14 Ms. Pecora's basic argument is that the old Schedule 3, Revision 8 which provided for a "free"

15 1,000-foot line extension up to a cost of $25,000 should be reinstated. For several reasons, the

16 AIC disagrees.

17 The treatment of the current Schedule 3 (i.e., no "free" footage allowance) proceeds as

18 revenue is a very important financial tool and a material term of the Settlement Agreement]

19 Changing it as Ms. Pecora suggests would have an immediate, negative impact on existing

20 customers who, under the Settlement Agreement, receive a corresponding offset in the revenue

21 requirements they otherwise would have to pay for dollars anticipated to be collected under the

22 present policy

23

24
1 Settlement Agreement, Section X.
2 Hatfield Testimony, HR TR, pp. 2401-2402 and Higgins Testimony, pp. 246-248.
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1 Further, returning to the old Schedule 3, Revision 8, which would require the Company

2 to raise the capital necessary to support new customers' line extensions, would also have serious

3 financial and capital consequences for APS. In addition to the estimated $1 billion the Company

4 has to raise each year for the next 15 years to pay for system improvements and additions, it also

5 would have to raise the money necessary to support single customer end-of-the-line extension

6 costs. Such a policy change would actively work against APS, this Commission and the Settling

7 Parties' goals of improving, among other things, the Colnpany's financial metrics and

8 debt/equity ratio.

9 Finally, as AECC's Mr. Higgins discussed in his reply testimony, the current Schedule 3

10 and the positions taken in Section X of the Settlement Agreement in relation to it are a balanced

11 approach to these issues and sound public policy:

12

13

14

In my opinion, the current Schedule 3 approach as modified by the
Agreement, which assigns to new customers the direct cost of extending service
to their premises, but which does not include an additional impact fee, strikes the
correct balance between fair consideration of the interests of new customers and
existing customers.3

15 The AIC agrees with the discussion by the Commission Staff at pages 21»3l of its Post-

16 Hearing Brief and APS at pages 26-36 of its Initial Post-Hearing Brief as to various financial and

17 policy issues concerning Schedule 3 and the provisions of the Settlement Agreement pertaining

18 to it. It urges the Commission to reject Ms. Pecora's request to return to the old Schedule 3

19 policy.

20

21

22

23

3 AECC-2, pp. 5-6.
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1 RESPECTFULLY SUBMITTED this 23'd day of October, 2009.

2 GALLAGHER & KENNEDY, P.A.

3

4 WM. n \
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By -  -
Michael M. Grant
2575 East Camelback Road
Phoenix, Arizona 85016-9225
Attorneys for Arizona Investment Council

7 Original and 13 copies filed this
23"' day of October, 2009, with:
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Docket Control
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

11 Copies of the foregoing delivered
this 23'd day of October, 2009, to:
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Commissioner Kristin K. Mayes, Chainman
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

15

Lyn A. Farmer
Chief Administrative Law Judge
Hearing Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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Commissioner Gary Pierce
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Commissioner Paul Newman
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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Commissioner Sandra D. Kennedy
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Commissioner Bob Stump
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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1 Copies of the foregoing mailed and/or
e-mailed this 23"' day of October, 2009, to:

2

3

4

Thomas Mum aw
Arizona Public Service Company
P.O. Box 53999
Phoenix, Arizona 85072-3999

Jeffrey J. Woner
K.R. Saline & Associates, PLC
160 North Pasadena, Suite 101
Mesa, Arizona 85201
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Lawrence V. Robertson, Jr.
P.O. BOX 1448
Tubae, Arizona 85646
Attorneys for Mesquite Power, L.L.C.,

Southwestern Power Group II, L.L.C.
and Bowie Power Station, L.L.C.

8

C. Webb Crockett
Patrick J. Black
Fennemore Craig, P.C.
3003 North Central Avenue, Suite 2600
Phoenix, Arizona 85012-2913
Attorneys for Freeport-McMoRan

Copper & Gold, Inc. and Arizonans
for Electric Choice and Competition
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12
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Michael A. Curtis
William P. Sullivan
Larry K. Udall
Curtis, Goodwin, Sullivan,

Udall & Schwab, P.L.C.
501 East Thomas Road
Phoenix, Arizona 85012-3205
Attorneys for the Town of Wickenburg

14

Timothy M. Hogan
Arizona Center for Law

in the Public Interest
202 East McDowell Road, Suite 153
Phoenix, Arizona 85004
Attorneys for Western Resource Advocates,

Southwest Energy Efficiency Project,
Arizona School Boards Association and
Arizona Association of School Business
Officials
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David Berry
Western Resource Advocates
P.O. Box 1064
Scottsdale, Arizona 85252-1064

Jeff Schlegel, Arizona Representative
Southwest Energy Efficiency Project
1167 West Samalayuca Drive
Tucson, Arizona 85704-3224
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Jay I. Moyes
Moyes Sel lers & Sims
1850 North Central Avenue, Suite 1100
Phoenix, Arizona 85004
Attorneys for AzAn Group

20

Michael L. Kurtz
Kurt J. Boehm
Boehm, Kurtz & Lowry
36 East Seventh Street, Suite 1510
Cincinnati , Ohio 45202
Attorneys for The Kroger Company
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Daniel Pozefsky, Chief Counsel
Residential Utility Consumer Office
1110 West Washington Street, Suite 220
Phoenix, Arizona 85007

Scott Carty, General Counsel
The Hopi Tribe
P.O. Box 123
Kykotsmovi, Arizona 86039
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Steve Olea
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Janice Alward
Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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5

Cynthia Zwick
1940 East Luke Avenue
Phoenix, Arizona 85016

John William Moore, Jr.
7321 North 16"' Street
Phoenix, Arizona 85020
Attorneys for The Kroger Company

6
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8

Nicholas J. Enoch
Lubin & Enoch, P.C.
349 North Fourth Avenue
Phoenix, Arizona 85003
Attorneys for IBEW Locals 387, 640and 769

9

Karen S. White
Air Force Utility Litigation

& Negotiation Team
AFLOAT/JACL-ULT
139 Barnes Dr.
Tyndall AFB, Florida 32403
Attorneys for Federal Executive Agencies

10

11

12

Amanda Ormond
Interest Energy Alliance
7650 South McClintock, Suite 103-282
Tempe, Arizona 85284

Douglas V. Font
Law Offices of Douglas V. Font
Suite A-109, PMB 411
3655 West Anthem Drive
Anthem, Arizona 85086
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15

Steve Morrison
Plant Engineer - Bellemont Facility
SCA Tissue North America
14005 West Old Highway 66
Bellemont, Arizona 86015

16

Carlo Dal Monte
Director, Energy
Catalyst Paper Corporation
65 Front Street, Suite 201
Nanaimo, British Columbia
Canada V9R 5H9

17
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Barbara Wyllie-Pecora
27458 North 129'" Drive
Peoria, Arizona 85383

19

20
18762-7/2267509
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